tern be equal to the average of private-sector rates; the
requirement that each grade have five step rates; the
prohibition against using state and local government
wage data in the survey process; and the requirement
to pay uniform, nationwide night shift differentials.

DoD is also monitoring its labor-management rela-
tions closely. Since the first government-wide program
for formal collective bargaining relationships was im-
plemented under Executive Order 10988 in 1962, labor
organizations have gained collective bargaining rights
for over 700,000 DoD employees, Some 60 unions now
represent appropriated and nonappropriated fund em-
ployees in more than 1,500 bargaining units throughout
the department.

Since the inception of the program, DoD has rec-
ognized that effective labor-management relations are
a fundamental and important responsibility of military
and civilian managers who administer the civilian work
force. In fact, department officials played a major role
in formulating proposals leading to enactment of the
Federal Service Labor-Management Relations Statute
as part of the Civil Service Reform Act. Today as in
the past, labor-management relationships within the
Department of Defense are basically sound and mu-
tually beneficial. They continue to build on the premise
that providing employees with the opportunity to par-
ticipate in determining their conditions for employment
serves the public interest and supports DoD's ability to
accomplish its mission.

However, recent developments both within and out-
side the Department of Defense have threatened to

"The department has
concluded that, in spite of more
than two years of
implementation efforts, the
merit pay system is not
achieving all of its objectives."

disturb the delicate balance between the statutorily pro-
tected right of employees to organize and bargain col-
lectively and the equally compelling mandate that fed-
eral officials retain the right to manage, to direct the
work force, and to ensure that personnel policies and
work practices support effective and efficient opera-
tions. Actions taken by DoD to maintain the balance
include support of Executive Order 12391 and efforts
to reduce the cost of the labor relations process.
The executive order, signed by the president on No-

vember 4,1982, provides for partial suspension of labor
relations obligations involving U.S. citizens employed
overseas. It allows the Secretary of Defense to suspend
certain bargaining obligations and dispute-resolution
procedures which would substantially impair the ability
of U.S. forces to implement treaties and agreements
between the United States and host countries.

Our efforts to reduce the escalating cost of the labor
relations program include working with other govern-
ment agencies on several fronts. For example, we have
urged the Department of Justice to seek Supreme Court
review of a lower court ruling which requires the gov-
ernment to pay the travel and per diem costs of em-
ployees serving as union negotiators. That decision, if
upheld, will result in payments throughout the govern-
ment exceeding $1.6 million for expenses incurred be-
tween 1979 and 1982 alone. In a related move, we have
drawn up a standby legislative proposal that would re-
duce labor relations costs by making the travel and per
diem issue a negotiable item at the level of recognition
and by eliminating statutory entitlement of union ne-
gotiators to such reimbursement.

Other efforts to contain costs, while maintaining pro-
gram objectives, include asking the Federal Labor Re-
lations Authority to review carefully its operational pro-
cedures under the 1978 statute and consider changes
offered by the department that would promote local
resolution of unfair labor practice charges and also en-
sure more efficient and less costly formal processing of
cases. We believe that our recommendations, if adopted,
would promote the objectives of a more effective and
efficient government without undermining the legiti-
mate interests of recognized labor organizations and the
employees they represent.

DoD policy and guidance have continually empha-
sized that our officials must bargain in good faith, How-
ever, we have consistently opposed bargaining demands
which intrude impermissibly upon management's re-
tained rights in areas such as hiring, selection, work
assignments, and direction of the work force. We have
actively participated in the negotiability disputes proc-
ess and, more recently, the judicial review process in
an effort to define more clearly the duty to bargain and
to delineate prerogatives reserved to management by
law. We have, for instance, supported Army and Navy
efforts to modify arbitral awards Which interfere with
DoD's ability to implement government policy on con-
tracting out workload when contracting out is more cost
efficient. We have also taken part in several negotia-
bility cases involving union proposals on leave, insur-
ance, and other nonappropriated fund employee ben-
efits that we do not believe are mandatory subjects of
bargaining under the labor relations statute.
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